Abstract -The study determined the compliance of rural banks with the corporate governance mechanisms. Using the descriptive method, the study surveyed 50 respondents through a researcher-made questionnaire. Statistical techniques include frequency, percentage and t-test.
INTRODUCTION
The recent collapse of significant corporations, like the EMCOR and Worldcom of USA, HIH and Ansett of Australia, and Parmalat and Swissair of Europe, has caused among corporate stakeholders a tremendous distrust in the operations of corporations. Such event in the financial markets has rocked the normally sedate and steady corporate boardrooms and discredited the business executives. The financial scandals among these signficant corporations have led the rest of the business world to a deep thinking.
In the light of this crisis, an underlying movement to restore public trust in the managerial class has emerged, thereby rendering the governance and corporate responsibility more compelling.
History and Development of Corporate Governance
The first attempt to study and advocate for corporate governance came in December 1992 with the publication of the report of the committee on the Financial Aspects of Corporate Governance as established by the Financial Reporting Council, the London Stock Exchange, and the Accountancy profession of the United Kingdom.
In Asia, a number of economies have prepared codes of conduct, many of which apply principally to listed firms and focus on compliance with listing requirements, to ensure that effective corporate governance is established within the firm.
In the Philippines, corporate governance was issued by The code is applicable to corporations whose securities are registered or listed, corporations which are grantees of permits/ licenses and secondary franchise from the SEC, and public companies. The code also applies to branches or subsidiaries of foreign corporations operating in the Philippines whose securities are registered or listed.
The Insurance Commission of the Philippines promulgated the Code of Corporate Governance through DOF Department Order No. 13-2002 , dated July 12, 2002 , which is to be adopted and complied by all insurance companies and intermediaries doing business in the Philippines.
The primary objectives of the aforementioned codes are to enhance the corporate accountabilitry of companies and promote the interests of their stakeholders. From time to time the SEC issues some provisions concerning compliance with corporate governnance mechanisms.
Corporate Governance
Corporate governance refers to a system whereby shareholder, creditors, and other stakeholders of a corporation ensure that management enhances the value of the corporation as it competes in an increasingly global market place. It is about promoting corporate fairness, transparency, and accountability.
As a system, it consists of rules that define the relationship betweeen shareholder, manager, creditor, the government and the stakeholders, and a set of mechanisms to enforce these rules directly or indirectly. It assigns final authority and full responsibilities to the Board of Director. Collectively, the Board takes responsibility for the corporation and uses key principles to maximize shareholder's value.
The corporate governance framework is designed to protect shareholder's rights; ensure the equitable treatment of all shareholders, including minority and foreign shareholders; recognize the rights of stakeholders as established by law and encourage active cooperation between corporation and stakeholder in creating wealth, jobs, and the sustainability of financially sound enterprise; ensure a timely and accurate disclosure of all matters regarding the corporations, including the financial situation, performance, ownership, and governance of the company; and ensure the strategic guidance of the company, the effective monitoring of management by the board, and the board's accountability to the company and the shareholders.
Given the responsibility of directing and controlling companies and implementing corporate governance mechanisms, the board is expected to hardly efficiently the following functions: The board should act, in good faith, with due diligence and care, and in the best interest of the company and the shareholders ;
The board should treat all stakeholders fairly; The board should insure compliance with applicable law and take into account the interest of stakeholders; The board should exercise an objective and independent judgement on corporate affairs, particularly that of the management; The board member should have access to accurate, relevant, and timely information for them to fulfill their responsibilities.
For the board to carry on its functions more effectively, implement corporate governance mechanisms, and protect the interests of all stakeholders, its members should commit themselves to the tasks delegated to them. Figure 1 shows the flow of research. The research areas included the profile of the respondents, profile of the rural banks in Region 10, extent of compliance with corporate governance mechanisms, concerns and problems of the rural banks, and test of difference in the extent of compliance with corporate governance mechanisms when the respondents were grouped as to position and gender and when banks were grouped according to classification and capital. The research method used was normative survey with the use of a questionnaire. The recommendations to improve the rural banks' extent of compliance with the corporate governance mechanisms were the research output. 
FRAMEWORK

OBJECTIVES OF THE STUDY
The study determined the extent of compliance with the corporate governance mechanisms and the concerns and problems of the rural banks in Region 10.
To achieve the purpose of the study, answers to the following objectives were sought; (1) to describe the profile of the respondents; to characterize the profile of the rural banks in Region 10; (2) to determine the extent of compliance with the corporate governance mechanisms among the rural banks; (3)to determine the difference in the extent of compliance with the corporate governance mechanisms among the rural banks when the respondents are grouped according to position and sex; (4) to measure the difference in the extent of compliance with the corporate governance mechanisms among the rural banks when they are grouped according to classification whether main or branch and capital; and, (5) to find the concerns and problems along compliance with the corporate governance mechanisms encountered by the rural banks.
HYPOTHESES
The following null hypotheses were tested at .05 level of significance:
Ho1: There is no significant difference in the extent of compliance with corporate governance mechanisms among the rural banks when the respondents are grouped according to position and sex.
Ho2: There is no significant difference in the extent of compliance with corporate governance mechanisms among the rural banks when grouped according to bank classification and capital.
SIGNIFICANCE OF THE STUDY
This study would be of benefit to a number of persons and agencies, especially the banking sector.
Bangko Sentral ng Pilipinas. The study would provide the BSP with data useful in determining which branches in Region 10 do not comply with the corporate governance mechanisms so proper sanctions can be applied to those erring banks.
The Securities and Exchange Commission. The SEC has a supervisory function on corporations. It sees to it that these corporations follow government laws, policies, and even corporate governance mechanisms.
Rural Bank Owners. They will be provided feedback whether their banks comply with corporate governance mechanisms, thereby helping them formulate better policies to improve bank operations. The reported problems and concerns of the bank officials would likewise help them in the formulation of policies.
Bank Clients. The banks could better comply with the corporate governance mechanisms, better address the existing problems, and improve bank operations should they consider the recommendations of this study.
Rural Bank Employers. The study's recommendations could serve as better directions for compliance with the corporate governance mechanisms, which would help them provide better services and afford them better benefits.
METHODOLOGY
This study utilized the normative survey method. It made use of the questionnaire for data gathering. The questionnaire had three parts. The first part asked for the respondents' profile, while the second part asked for the rural banks' profile; both parts were constructed by the researcher. The third part, which was taken from the manual of the Rural Bankers Associations of the Philippines, was on the materials used during the seminarwokshop on corporate governance and risk management for rural bank directors held in Manila on November 11-12, 2006 which was formulated by the Rural Bankers Association of the Philippines.
RESEARCH SETTING / LOCALE
This study was conducted in Region 10, a fast growing and peaceful region in the country. It has five provinces, namely Bukidnon, Camiguin, Lanao del Norte, Misamis Occidental, and Misamis Oriental. Facing the Visayas provinces and situated between Central Mindanao and Southern Mindanao, Region 10 is the center of trade and commerce in Northern Mindanao.
RESPONDENTS AND SAMPLING PROCEDURE
The study had 50 respondents composed of managers, officers, chairmen of the board, presidents, chief executive officers, and board members of selected rural banks. The rural banks are in the provinces and cities of Region 10.
RESEARCH INSTRUMENT
The research instrument had four parts. The first part asked for the respondents' profile in terms of position, age, sex, civil status, degree finished, years as a banker, and years working with the present bank. Part two asked for the profile of rural banks in terms of location, bank classsification and form of business organization, year of rural banks' establishment, number of bank employees, number of branches, starting capital, present capital, and average net income. Part three was on the rural banks' compliance with corporate governance mechanisms, solely based on a questionnaire formulated by the Rural Bankers Association which was presented during the seminar-workshop on corporate governance last November 11-12, 2005, RBAP Building, Intramuros, Manila.
DATA GATHERING PROCEDURE
To gather data for the study, the questionnaires were formulated then administered to all respondents and retrieved after one month. The respondents' answers were tallied, presented in tables, and analyzed and interpreted.
The recommendations to improve the extent of compliance with corporate governance mechanisms among the rural banks were the output of the study.
There were 75 questionnaires distributed by the graduate school students in Financial Management and Executive Leadership. These students are residents in the different provinces of the region. It took them a month to retrieve the questionnaires. Only 57 questionnaires were retrieved. Of the 57, only 50 were included since four questinnaires had inconsistent answers and three questionnaires were not completely accomplished.
STATISTICAL TECHNIQUES
The collected data for this study were analyzed and interpreted using the percentage for the respondents' profile, the rural banks' profile, and the respondents' concerns and problems encountered in complying with the corporate governance mechanisms; the weighted mean for the extent of compliance with the corporate governance mechanisms; and the ANOVA (F-test) for the difference in the extent of compliance with the corporate governance mechanisms among the rural banks when grouped according to classification and capital, and when the respondents were grouped according to position and sex. Table 1 presents the position and the educational attainment of the respondents. As shown, the managers composed the majority of the respondents (58 %), while the board members composed nearly half of the respondents (42 %). Table 2 shows the sex, civil status, and age of the respondents. As revealed, majority of the respondents (68 %) were males, while only 32 percent were females. As regards civil status, most of the respondents (88 %) were married, while only 12 percent were single. As to age, the respondents were widely spread. However, many of them were in the age bracket of 31-35 (20 %) and 25-30 (16 %) .
RESULTS AND DISCUSSION
Profit of respondents
The data reveal that bank owners still prefer male, married, and relatively young ones. Table 3 shows the banking experience of the respondents and the number of years they have worked with the present bank. As shown, majority of the respondents (48 %) had 6-10 years of banking experience. Some had a banking experience of 11-15 years; 6, 26-30 years; and 1, 36-40 years.
On the number of years working with the present bank, majority of them have worked for 10 years and below. Others have worked for 11-15 years. Only a very few have worked for 16 years and more. Table 4 presents the location of the 50 rural banks in Region 10. As shown, Misamis Oriental had the biggest number of rural banks included in the study, of which five from the towns of the province, seven from Cagayan de Oro City, and two from Gingoog City. Following Misamis Oriental were Bukidnon and Misamis Occidental with 11 rural banks each. In Bukidnon, five were from the towns of the province and three banks each from Malaybalay and Valencia. In Misamis Occidental, four were from the towns, three from Oroquieta, and four from Ozamis City. There were 10 banks from Lanao del Norte, four from the towns and six from Iligan City. Only four banks were from Camiguin, two from the towns and two from Mambajao. The data show that the rural banks are operating in the towns and cities of the provinces of Region 10. Table 5 shows the bank's category and form of business organization.
Profit of rural banks
As classified, more than half of the rural banks (52 %) are main offices, while 48 percent are branches.
As to the form of business organization, almost all (92 %) adopted the corporation form of busines organization. Only four are cooperative banks. Table 6 shows the rural banks' year of establishment. The six oldest rural banks were established in [1952] [1953] [1954] [1955] . The ten biggest number of banks were organized from 1991 -2000. Only four were established in the year [2001] [2002] [2003] [2004] [2005] . Following the six oldest banks were the four banks opened in 1956-1960; 3 banks, 1961-1965; 2 banks, 1966-1971; and four banks, 1971-1975. Considering the span of time rural banks have operated, it can be inferred that rural banks are doing good in the business. Table 7 presents the number of employees of rural banks in Region 10. Fourteen rural banks, representing 28 percent of the banks sampled, had six to ten employees. This is followed by 11 banks with 11-15 employees; 8 banks, 16-20 employees; 7 banks, 1-5 employees; 3 banks, 21-25; 2 banks, 26-30; 2 banks, 31-35 employees; 1 bank, 36-40; and 2, more than 10. The data show that majority of the rural banks in the region have 1-15 employees. Table 8 shows the number of branches the rural banks have. As shown, 10 do not have any branch. The distribution of the 40 banks with branches are as follows: 11 banks (22 %) had 1-5 branches; 10 banks (20 %), 6-10 branches; and 7 banks (14 %), 11-15 branches. Only a very few banks have 16-20, 26-30, 51-100 and more than 100 branches. 
Amount of Starting Capital
Below P500,000 17 34.0 P500,001-P1,000,000 5 10.0 P1,000,001-P5,000,000 6 12.0 P5,000,001-P10,000,000 7 14.0 P10,000,001-P20,000,000 1 2.0 P20,000,001-P25,000,000 2 4.0 P25,000,001-P30,000,000 2 4.0 P30,000,001-P40,000,000 1 2.0 P40,000,001-P50,000,000 --P50,000,001-P75,000,000 1 2.0 P75,000,001-P100,000,000 1 2.0 More than P100,000,000 2 4.0 Did not Reveal 5 10.0 Total 50 100.0 Table 9 presents the starting capital of the rural banks in Region 10. Seventeen banks (34 %) started operations with less than P500,000. In the past, the Central Bank required only P100,000 as the starting capital for rural banks. While majority of the banks started with less than P5,000,000, some banks had more than P100,000,000 as starting capital. Table 10 presents the present capital of rural banks in Region 10. As revealed, 10 banks had a capital of less than P10,000,000. A majority, however, had a capital of less than P40,000,000, which is still considered low. Seven banks had a capital of P10,000,001 to P20,000,000; six, P30,000,000-P40,000,000; five, P20,000,000 to P30,000,000; four, P50,000,001-P75,000,000. Only one bank had a capital of P40,000,001-P50,000,000 and more than P500,000,000. 
Amount of Present Capital
Less than P500,000 2 4.0 P500,001-P10,000,000 8 16.0 P10,000,001-P20,000,000 7 14.0 P20,000,001-P30,000,000 5 10.0 P30,000,001-P40,000,000 6 12.0 P40,000,001-P50,000,000 3 6.0 P50,000,001-P75,000,000 4 8.0 P75,000,001-P100,000,000 3 6.0 P100,000,001-P200,000,000 2 4.0 P200,000,001-P300,000,000 1 2.0 P300,000,001-P400,000,000 2 4.0 P400,000,001-P500,000,000 1 2.0 More than P500,000,000 1 2.0 Did not Reveal 5 10.0 Total 50 100.0 Table 11 Average net income of rural banks in region 10
Frequency Percent
Amount Lossing 2 4.0 Below P500,000 5 10.0 P500,001-P1,000,000 6 12.0 P1,000,001-P2,000,000 5 10.0 P2,000,001-P3,000,000 2 4.0 P3,000,001-P4,000,000 3 6.0 P4,000,001-P5,000,000 5 10.0 P5,000,001-P10,000,000 7 14.0 P10,000,001-P20,000,000 1 2.0 P20,000,001-P30,000,000 1 2.0 P30,000,001-P40,000,000 2 4.0 P40,000,001-P50,000,000 3 6.0 P50,000,001-P75,000,000 1 2.0 P75,000,001-P100,000,000 1 2.0 More Than P100,000,000 1 2.0 Did Not Reveal 5 10.0 Total 50 100.0 Table 11 shows the average net income per annum of rural banks in Region 10. Two of the banks incurred losses, while six did not reveal their income. Among the banks earning, 5 banks earned a minimal amount of less than P500,000; 6, P500,001 to P1,000,000; 7, P5,000,001 to P10,000,000. Three banks earned P50,000,001 to P75,000,000, P100,000,000, and more than P100,000,000 respectively. 
Compliance with corporate governance
VERBAL DESCRIPTION
The Board promotes long-term shareholder value.
Mostly Complied
The Board safeguards and respects all other stakeholder's interests.
The Board has a policy on full and faithful compliance with laws, regulations, and BSP circulars.
The Board has a quarterly compliance statement from the Compliance Officer, reporting directly to the Board.
The Board has a semi-annual compliance statement from the President, and an annual statement from the Chairman.
3.56
Mostly Complied (Table 11 continued) The Board has a policy on human resource development and personal development system based on accountability, checks and balances, and a corporate Code of Ethics.
Mostly Complied
The Board has a policy with appropriately updated Guidelines to promote the good reputation of the bank in dealing with depositors, borrowers, and other parties that transact business with the bank.
The Board has a sustained program of corporate social responsibility that enhances the good image of the bank before the public.
The Board sets, periodically reviews, and updates the bank's corporate philosophy and mission.
Sometimes Complied
The Board sets and reviews the bank's strategic and business plans.
Mostly Complied
The Board sets and reviews the bank's financial objectives, plans and actions.
The Board regularly monitors corporate performance against the strategic and business plans and against annual financial objectives and operating plan/ targets.
The Board includes non-financial aspects in its monitoring functions.
Sometimes Complied
The Board has a performance evaluation system in place. It works in a manner that includes evaluation of Board performance itself. It has a system used to evaluate the performance of top management and select, monitor, and compensate the CEO and other senior officers. (Table 12 continued)
The Board has a succession plan for the Board and senior management. 3.18 Sometimes Complied The Board reviews and approves all transactions not in the ordinary course of business.
The Board has a formal mechanism to search for and invite independent directors. A policy direction is the Board setting to increase the percentage of independent directors in the Board.
The Board works towards a proper mix of directors with varied and diverse backgrounds to ensure a high caliber of directors.
The Board is committed to have a working Board of Directors, whose size and composition would be conductive to active participation of all members.
The Board has clear guidelines on the amount of time directors spend on board matters. These guidelines include limiting the number of directorships to other corporations that members may accept.
The Board spends much time on routine matters, which are taken up on a pro formal basis, without need for deliberation.
Overall 3.45 Sometimes Complied Table 12 presents the rural banks' extent of compliance with the corporate governance mechanisms in terms of the Board's responsibilities. Of the 22 indicators, 11 (50 %) were mostly complied with a rating of 3.58 to 3.84. The other 11 factors were sometimes complied with a rating of 3.04 to 3.48.
Among the indicators, rated the lowest (3.04) was the board's having a formal mechanism in searching and inviting independent (Table 12 continued) directors. Rated the highest (3.84) was the board's having a policy on full and faithful compliance with laws, regulations, and Bangko Sentral ng Pilipinas circulars. 
VERBAL DESCRIPTION
The Board has a Code of Corporate Governance.
3.58
Mostly Complied
The Code clearly indicates the main responsibility of the Chairman as being focused on the proper governance of the bank through the Board of Directors.
Mostly Complied
The Chairman ensures an efficient, effective functioning of the Board.
The Chairman ensures active and professional participation of all members of the Board.
The Chairman encourages and actively solicits views and opinions of other members of the Board in the process of arriving at a decision.
The Chairman ensures that all members of the Board are given sufficient information on time to enable them to study issues carefully and responsibly that maybe taken up by the Board.
Overall 3.74 Mostly Complied Table 13 shows the rural banks' extent of compliance with the corporate governance mechanisms in terms of the chairman's responsbilities. All indicators were mostly complied by the rural banks as reflected by the ratings from 3.58 to 3.80. This means that the chairman of the Board of Directors of each of the rural banks exercise his functions well. 
VERBAL DESCRIPTION
Directors are fully aware that their primary loyalty as a member of the Board to the bank, as a whole, an institution with several shareholds as well as other shareholds.
3.74
Directors know that members of the Board represent no other interest except those of the bank itself, an institution with a juridical personality separate and independent of its different shareholders (whether majority or minority) and stakeholders. They act accordingly.
Mostly Complied
Directors know that their position is one of trust, with serious fiduciary duties to all shareholds (without distinction between majority and minority).
Directors know that their duty of loyalty to the bank demands that they always act honestly, lawfully, in good faith, and avoiding conflicts of interest.
Directors spend enough time on board matters. They devote reasonable diligence to these matters. They attend Board meetings and related activities regularly. They actively participate, after due and diligent preparation, in Board meetings and other deliberative activities of the Board.
Directors observe confidentiality, proper and responsible disclosure.
Directors insist on getting the proper information and background materials to enable them to carry out their duties diligently and professionally.
Directors take an active interest in corporate governace practices so as to align the bank's practices with the best practices. Directors take advantage of training opportunities provided for them.
Directors draw the line between Board and management responsibilities, not getting involved in management and operational issues, but exercising diligent, and regular monitoring of operations.
The President and other executive directors (i.e. directors with management responsibilities in the bank) recognize the dual role they play, and as directors, they express their views and make decisions with integrity and independence from their executive functions.
Overall 3.73 Mostly Complied Table 14 presents the extent of compliance with the corporate governance mechanisms in terms of the responsibilities of the members of the board. All the indicators were mostly complied by the rural banks as reflected by the ratings of 3.62 to 3.82. The members of the Board of Directors of the rural banks highly value the bank's welfare by complying with the corporate governance mechanisms. 
VERBAL DESCRIPTION
The Board meets regularly.
3.74 Mostly Complied The Board meets to consider strategic and long-term positioning issues of the bank at least once a year.
Mostly Complied
The Board meets to consider various aspects of the annual business plan, focusing on a few aspects once a quarter until all aspects are coverd within a year. The Board relates these aspects of the business plan to the strategic plan.
The Board monitors performance and relates actual performance to both the business plan and targets as well as the strategic plan.
The Board assesses the risk of the portfolio the bank carries.
The Board oversees the risk management process, ensuring that operating officers generally stay within limits authorized for them. The corrective reports and actions automatically enforced once those limits are breached.
The Board decisions are truly collegial, and are they arrived at after independent views from several directors have been freely expressed.
The Board has an occasion to meet, at least once a year, without the presence of the President.
Sometimes Complied
The Board has a performance evaluation system, which enables it to assess its own governance mechanisms and performance.
The Board has a performance evaluation system, connected with its remuneration system, for all senior officers that it appoints.
3.14 Sometimes Complied
The Board exercises due diligence and care in looking at and acting upon the audit reports submitted through its audit committee by the interna auditors, the external auditors, and the BSP.
Mostly Complied
Overall 3.49 Sometimes Complied Table 15 presents the rural banks' extent of compliance with the corporate governance mechanisms in terms of the board meeting guidelines.
Of the eleven indicators, eight were mostly complied as indicated by the ratings of 3.60 to 3.76, while three indicators were only sometimes complied as indicated by the ratings of 2.68 to 3.14.
As further revealed, the overall result was 3.49, that is, the corporate governance mechanisms in terms of board meeting guidelines are sometimes complied.
Rated the lowest (2.68) was the occasional meeting of the board, at least once a year, even without the presence of the President. Table 16 shows the rural banks' extent of compliance with the corporate governance mechanisms in terms of board committees and board issues guidelines.
Of the 15 indicators, seven indicators were sometimes complied (3.32 to 3.46), while eight indicators were mostly complied (3.51 to 3.72). Overall, the rural bankers mostly complied with the corporate governance mechanisms in terms of the guidelines for board committees and board issues. 
VERBAL DESCRIPTION
The Board has a fully functioning Audit Committee, made up mostly of independent directors. All the members of the Audit Committee are financially literate.
Sometimes Complied
The Audit Committee and other Board committees have written terms of reference approved by the Board.
The internal auditor reports directly to the Board.
Mostly Complied
The Audit Committee meets quarterly at least once.
Sometimes Complied
There is a system of check and balance in the Executive Committee.
Mostly Complied
The President is a member of the Executive Committee.
The bank has a Governance Committee, tasked with performance evaluation, nomination, remuneration, and corporate governance.
Sometimes Complied
The compensation structure of directors is fair and adequate in view of the duties and responsibilities assigned to the Board. It attracts and retains qualified independent directors.
The compensation of directors is fully revealed to the regulatory authorities.
The bank discloses the philosophy and process used in determining director's compensation in its annual statement to all shareholders.
The Board is fully committed to accurate and timely disclosure on all matters, including the financial situation, performance (both financial and nonfinancial), ownership changes, and governance of the bank.
Mostly Complied
The Board insists on high quality standards of auditing and compliance.
The Board has a clear, written policy on transparency and disclosure to the regulatory authorities and the general public.
The Board keeps an open communication with the regulatory authorities.
The Board insists on strict adherence to the bank's Code of Ethics, which should guide all regulations with the bank's different other stakeholders and with the public.
Overall 3.53 Mostly Complied
As shown in Table 17 , the test results on the difference in the rural banks' extent of compliance with the corporate governance mechanisms when the respondents were grouped according to position yielded a T value of .25 which was lower than the t critical value of 1.771. Hence, there was no significant difference in the extent of compliance with the corporate governance mechanisms among the rural banks whether handled by managers or members of the board and other officers. (Table 16 As revealed in Table 18 , the T-test on the difference in the extent of compliance with the corporate governance mechanisms among the rural banks when the respondents were grouped according to sex yielded a T value of 2.22 which was greater than the T critical value of 1.782; hence, there was a significant difference in the extent of compliance with the corporate governance mechanisms among the rural banks with respect to the respondents' sex. Table 18 presents the concerns and problems along compliance with corporate governance mechanisms encountered by rural banks. The major concerns pointed out by the respondents were the lack of formal strategic planning and management processes, the lack of understanding of the actual duties and responsibilities, accountabilities, and liabilities of the Board of directors, and the lack of sufficient knowledge in finance.
CONCLUSIONS
The conclusions of the study were as follows.
1. Majority of the respondents were males, married, managers, have earned only a bachelor's degree, have a banking experience of 1-10 years, and have been working with the present bank for 1-10 years.
2. Majority of the rural banks included in the study are located in Misamis Oriental and closely followed by those in Misamis Occidental and Bukidnon and Lanao del Norte, are branches and corporations, were established earlier than 2000, have 1-10 branches, have 6-15 employees, had a starting capital of P500,000 and below, and have a present capital between P500,001 to P20,000,000.
3. The rural banks mostly complied with the corporate governance mechanisms in terms of the Board Chairman's responsibilities, Board Member's responsibilities, and Board committees and issues guidelines. The Board's responsibilities and the board meeting guidelines were the mechanisms sometimes complied with by the rural banks.
4. The respondents revealed the following concerns and problems along compliance with the corporate governance mechanisms: no formal strategic planning and management processes; no clear understanding of the actual duties, responsiblities, accountabilities, and liabilities of the Board of Directors as a body and as individual directors; lack of sufficient knowledge in finance; incomplete and insufficient reports and data for director's decision-making; diverse backgrounds of directors; knowledge, experiences; trainings of directors are not company related; reports and other required data are not given before the scheduled meeting; no free exhange of ideas and opinions; no clear definition of the roles and responsibilities of the board of directors on one hand, and management on the other; lack of knowledge of the business statutory requirements and current business practices; and lack of time devoted to board work.
5. The rural banks in the region are aware of the importance of corporate governance as revealed by their high extent of compliance with the established mechanisms.
RECOMMENDATIONS
Based on the findings, the following recommendations are presented to address those corporate governance mechanisms least complied with and the concerns and problems faced by the rural banks as they complied with those mechanisms.
A. On corporate governance mechanisms least complied with 1. Mechanism: The board has a formal mechanism to search for and invite independent directors.
Recommendation: Independent directors are required to be in the board. To tap a highly qualified ones, a search committee should be created to handle the work of formulating guidelines for inviting and appointing independent auditors.
2. Mechanism: The board spends much time on routine matters. Recommendation: Board members are busy people, hence, the board meetings should follow the set schedule and observe time limit for discussion. Routine matters should be tackled with minimal discussion.
3. Mechanism: The board has an occasion to meet, at least once a year, without the presence of the president.
Recommendation: Some directors maybe reluctant to express their ideas in the presence of a president. To allow board members to freely discuss their ideas to be presented in the board, the board members, just among themselves, should schedule a meeting at least once a year to thoroughly and freely discuss matters to be recommended to the board.
4. Mechanism: The Board has a performance evaluation system that enables it to assess its own governance mechanisms and performance.
Recommendation: Performance evaluation should be done on a continuing basis. The HR department maybe assigned to formulate a workable performance evaluation instrument and implement such once or twice a year.
5. Mechanism: The board has a performance evaluation system connected with the remuneration system for all officers that it appoints.
Recommendation: To encourage the officers to perform better, performance evaluation should be connected with its remuneration system. Adjustments in pay should be based on performance evaluation.
B.
On concerns and problems along compliance with corporate governance mechanisms 1. Concern: No formal strategic planning and management processes.
Recommendation: Corporate changes happen very fast. Adjustments should always be implemented to meet the demands of time. A yearly strategic planning should be held to evaluate corporate performance, to study the causes of problems, and to formulate strategies to improve corporate operations and performance.
2. Concern: No clear understanding of the actual duties, responsibilities, accountabilities, and liabilities of the Board of Directors as a body and as individual directors.
Recommendation: A manual of operations should be designed to include specific functions of the board as a body as well as the specific functions of each member of the board. Board members are to be reminded of their duties, responsibilities, accountabilities, and liabilities during board meetings.
3. Concern: Lack of sufficient knowledge in finance. Recommendation: The members of the board, including the independent ones, should be assigned to the different areas of endeavor. The non-business and finance graduates should be given a regular training and orientation in accounting and financial management. Members of the board may be sent to seminars on finance.
4. Concern: Incomplete and insufficient reports and data for directors' decision-making.
Recommendation: A better way of filing and compiling data should be done to provide the members of the board with data as basis for making decisions. A databank for all government pronouncements, circulars, and economic indices should be made available to all members of the board.
5. Concern: Diverse backgrounds of directors. Recommendation: Since directors are owners, this concern cannot be eliminated. A continuing program aimed at training and
